119 Indirect Costs
The costs of research are classified as direct or indirect. Direct costs are those that can be identified with one activity or can be attributed to it with relative ease and high certainty. Project equipment and supplies and salaries for project staff are examples of direct costs.  Indirect or pooled costs are those incurred for purposes in common that cannot readily be identified with one project. They include costs attributable to several projects but not easily allocated among them as well as costs incurred by the overall operation of the organization. Centralized research facilities and services/ utilities, operation and maintenance of buildings and equipment, libraries, and administrative costs, including the salaries of the president, deans, and accountants, are examples of indirect costs.
Apportionment of Indirect Costs
Both direct costs and indirect costs are real costs of research, but they are treated differently under the principles of accounting. Because indirect costs cannot be attributed readily to individual activities, they must be apportioned among activities, including research projects, in some equitable way.  The methods of apportionment necessarily involve compromises; no single method will be optimal for every project. OMB Circular A-212 prescribes the methods for apportioning indirect costs. Circular A-21 also gives general criteria for determining the allowability of costs, whether direct or indirect, describes specific criteria for some 44 categories of costs, and stipulates that costs allocable to a federally sponsored agreement must (1) be incurred solely to advance the work under that agreement; or (2) benefit that agreement and other work of the institution in proportions that can be approximated through the use of reasonable methods; or (3) be necessary to the overall operation of the institution and therefore assignable in part to sponsored projects.
The apportionment methods in Circular A-21 are based on the principle of averaging. Costs are distributed over activities in proportion to their size, using measures such as salaries, space assigned, or population served.